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Specialization: Strength or Weakness? 
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| Current low potato prices have once again 

i 

| focused interest on Aroostook County, Maine. 

| More evident than ever before is the need for 

improved marketing techniques and increased 

{ sales promotion as a means of developing new 

! markets and maintaining present ones. With 

; potatoes selling at less than the cost of produc- 
tion, the advantages to be gained from supple- 
mental farm enterprises are equally apparent. 


{ 

| 

| Under present conditions, as long as the coun- 
ty remains on a one-crop economy, fluctua- 
tions in income can be expected to continue. 

| 


{ 





WHEN THE 1950 Census of Agricullure ranked the 
3,070 counties of the United States as to their impor- 
tance in various classifications, Aroostook County, 
Maine, emerged first in acreage and production of Irish 
potatoes. It ranked 12th in acres of green peas har- 
vested, and 16th in value of all farm products sold. 

“The County,” as it is affectionately referred to by 
its inhabitants, has a potato economy. Like all areas 
which are largely dependent on a single cash crop, in- 
come in the area is subject to violent swings. In the 
current crop year income is very low, a severe drop 
from the large incomes of the 1950-51 crop. More di- 
versification in the region’s agriculture would be bene- 
ficial to farmer, merchant, professional worker, and 
wage earner alike. 

In 1838 a historian wrote that “the staple crop of 
Aroostook County is and must ever be wheat.” His 
shortsightedness is apparent to any visitor in the 
county. Wheat acreage today is insignificant. 

In 1890 potato production in Aroostook County was 
estimated at one million bushels. From these small 
beginnings production has increased until now this 
county alone produces more potatoes than any state in 
the nation (except Maine). The peak year was 1916 
when growers produced a 71.5 million-bushel crop. 
Accountable for this climb to prominence are the favor- 
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able climatic and soil conditions, coupled with the 
ability of the people to use these resources. 

During the years 1942 to 1951, yield per acre averaged 
378 bushels, and in 1952 and 1953 it was 370 bushels and 
381 bushels, respectively. The ten-year average is 186 
bushels above that of the nation. 

These high yields in themselves indicate one reason 
why Aroostook raises potatoes. Without high yields per 
acre, the area could not continue to compete because of 
its distance from market which results in relatively 
high marketing and transportation charges. In years of 
good prices Aroostook growers receive a good return, 
but in years of low potato prices there is little left after 
marketing costs have been met. For example, in Jan- 
uary 1952 Maine farmers received $1.85 per bushel 
compared to 40 cents in January 1954. 

Greatly increased cash costs of producing potatoes 
compared with those of a generation ago make pro- 
ducers more vulnerable to low potato prices. Very sig- 
nificant progress has been made in increasing produc- 
tion per acre, but it has all resulted in increased cash 
costs with the result that falling potato prices cut deeper 
into income and leave even more scars than they used 
to. Producers can go bankrupt much more easily than 
their fathers could. 

Potato growers in other late-producing areas are ac- 
quiring, little by little, the skills and proficiencies which 
enable them to produce high yields per acre. Aroostook 
growers have so far been able to maintain their margin 
of superiority and must continue to do so in order to 
compete with areas closer to the markets. 

Aroostook County is pre-eminent as a certified seed- 
producing area. Assuming sound cultural practices and 
favorable weather, potato seed that has been bred for 
high production and selected for freedom from disease 





ALSO IN THIS ISSUE: 


The Defense Program and New England.......... 3 
Construction Outlook .....00000.0....005 ee ey t 
Business: CHAS coco coe ve eceaaceoes eneetiowe 8 


Number 3 








Monthly Review 


FEDERAL RESERVE BANK OF BOSTON 


is a major influence on yields. Seed which passes rigid 
field and bin inspections by representatives of the state 
certification agency and does not exceed the low disease 
tolerance permitted is “certified.” 

The county is the principal national source of certified 
potato seed. Although figures are not available for the 
county alone, during the past five years the United 
States Department of Agriculture reports that Maine 
produced 45 per cent of the national certified potato 
seed crop. This prominence in the certified potato seed 
industry reflects the application of the latest research 
findings by growers and the excellent cooperation from 
the various agencies serving agriculture. 

Besides providing local table stock growers with high- 
quality seed, the certified seed industry brings added 
income to the area by selling its product to other potato- 
producing areas at a premium over table stock prices. 

While the increased production of certified seed has 
expanded the market for Aroostook potatoes, the long- 
term decrease in per capita consumption has had the 
opposite effect. Indications point, however, to a slow- 
ing down and perhaps a reversal of the downward trend 
in consumption during the past year. 

Although growing conditions for potatoes in Aroos- 
took are among the finest in the nation and producers 
have learned how to grow potatoes of the highest qual- 
ity, improvement in marketing practices generally has 
lagged seriously behind production techniques. 

During the period that potatoes were eligible for price 
supports, the Commodity Credit Corporation purchased 
a large proportion of Aroostook County's crop. Grow- 
ers and shippers had little interest in or incentive to 
improve marketing methods for potatoes to be diverted 
from normal market channels. Following the termina- 
tion of price supports, many growers continued poor 
grading and marketing practices. Also, with the diver- 
sion of Aroostook potatoes that would ordinarily have 
been sold in retail markets, Maine lost some of its mar- 
kets to competing areas. Since the end of the potato 
price-support program, Maine appears to have regained 
much of this loss, but frequently at a price sacrifice. 
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Future prosperity of the area appears to depend to a 
large extent upon an aggressive marketing program to 
maintain present markets and to develop new markets. 
The development and execution of a better marketing 
program, as well as the production of a greater number 
of high-quality products, are of great importance to 
Aroostook County’s agriculture. 

Promotion of their products is not a new idea to 
farmers in the county. In 1935, the Maine legislature ap- 
propriated $25,000 for advertising the state’s agricul- 
tural products. This appropriation led to the develop- 
ment of the now widely known State of Maine Red, 
White and Blue Brand. Two years later the legislature. 
at the potato growers’ request, enacted a law taxing the 
growers one cent a barrel to provide funds for potato 
research and sales promotion. This tax law is similar to 
those recently enacted or now being considered by sev- 
eral state legislatures in an effort to increase sales of 
dairy products. 
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A 1953 report on the production and marketing of 
Maine potatoes, prepared by Newsome and Company, 
Inc., of Boston for the Potato Industry Council of 
Maine (a grower-shipper group), recommended that the 
tax be increased so that this program could be broad- 
ened. The recommendations made in that report fall 
into two groups: (1) those that can be accomplished 
through cooperation, and (2) those which can be ac- 
complished only by the enactment of laws or regula- 
tions. Among the recommendations in the first group 
was the suggestion that the number of varieties of po- 
tatoes grown be reduced to three. By this action the 
shape and cooking qualities of Maine potatoes would 
tend to be more uniform. The report also recommended 
increasing the production of certified seed, emphasizing 
and developing more pride in brand names, packing 
more uniform sizes, and establishing central packing 
plants financed by local business interests. 

The second group of recommendations dealt with the 
need for the upgrading of the state’s branding law, es- 
tablishing state grades, and the adoption of a state 
marketing order. Common practice is for growers to 
grade to the U. S. No. 1 standard. This grade allows a 
wide variance in quality between two bags of potatoes. 
The proposed Maine grades would carry higher speci- 
fications than the present U. S. No. 1. The marketing 
order would establish minimum and maximum sizes 
which could be adjusted each year according to the size 
of the crop. An upgraded branding law requiring more 
complete information about the contents of the bag 
would help consumers to associate quality with brand 
names and areas of production. 

It must be stated here that as recently as last Sep- 
tember growers rejected a state marketing order. It 
proved impossible to get the required approval of 
growers producing two-thirds of the acreage but the 
decision was close. Advocates of such an order feel that 
sentiment has changed and that the Federal Marketing 
Order with its less stringent requirements will be ap- 
proved for the 195 crop. 

In general, the Newsome and Company report recom- 
mends ways to put up a better quality, more uniform 
package. Specifically, it means that more of the off- 
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grade, small potatoes would be left in Aroostook County 
for disposal through other channels. 

Along this same line, consumer preference studies by 
the Maine Agricultural Experiment Station indicate 
that consumers prefer sized and washed potatoes. While 
these studies are not conclusive, it appears that con- 
sumers are willing to pay somewhat more for potatoes if 
they are sized and washed before packaging. In the cur- 
rent shipping year, when orders for potatoes are few in 
relation to the large crop, shippers who cater to known 
consumer preferences and who have established a repu- 
tation for quality appear to be receiving more than their 
normal share of the orders. 
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One outlet for small, off-grade potatoes and potatoes 
with no other market is sale to the starch factories. 
Potatoes were raised originally in Aroostook County for 
conversion into starch to meet the demands of the New 
England textile industry. After rail transportation was 
available, the emphasis shifted to producing for urban 
dinner tables. The starch industry, however, is still an 
important user of potatoes. 

A survey made by the Institute of Starch Manufac- 
turers indicates that the starch factories in the county 
have a 5,000-ton monthly capacity. If the factories pro- 
duce at this rate, they need approximately 510,000 
barrels of potatoes each month. 

Several problems face the starch manufacturers. 
Prices of starch are not high, and at present there is no 
economical way to convert the pomace (the residue of 
the potatoes after the starch is removed) into a profit- 


_ able by-product. This places a low limit on what the 


starch factory can afford to pay the farmer for potatoes. 
Research done by Dr. H. C. Dickey at the Maine 
Agricultural Experiment Station indicates that dried 
potato pulp can be substituted for hominy in a dairy 
ration with no adverse effect on milk production or body 
weight of the cows. Although, nutritionally, the use of 
dried potato pulp in quantities up to 20 per cent of a 
dairy ration is feasible, the cost of drying the pulp, using 
present equipment and techniques, prevents its use. 


! pt - 
lroostoolk Still Grows Coratzi 


Although potatoes replaced grain as the principal 
crop in Aroostook before the turn of the century, there 
have always been some small grains grown. Three de- 
velopments in the postwar period have tended to make 
oat production more attractive. Acreage allotments for 
potatoes under the price-support program resulted in 
unused acres on many farms, and farmers turned to oats 
and other small grains as a logical crop to grow on idle 
potato acres to supplement income. Following 1950, 
when potatoes were no longer eligible for price supports, 
potato growers recognized that there were not sufficient 
markets for all the potatoes they could produce, so 
grain continued to be an important crop in the area. [n 
the spring of 1952, and again in 1953, farmers planted 
substantially higher acreages of potatoes than in 1950 
and 1951. In spite of this increase, potato acreage was 
below that of 1948, a year in which a survey! indicated 


Maine Agricultural Experiment Station, “Farm Economic Adjustments in 
Aroostook County, Maine, 1918-51," mimeographed Report No. 38, University 
of Maine, Orono. 
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that 12 per cent of the cultivated acreage was. in oats. 

In 1919 the Maine State Department of Agriculture 
initiated a certification program for seed oats. Acreage 
of seed oats certified increased from 913.5 acres in 1919 
to 3241.5 acres in 1953. 

Although acreage of seed oats is substantially above 
what it was in 1919, feed oats still account for an esti- 
mated 95 per cent of the oats raised. Until 1950 market- 
ing of feed oats was unorganized and haphazard. For 
many years itinerant truckers sought feed oats in Aroos- 
took for livestock and poultry in southern Maine. Prices 
varied widely and were usually determined by dickering 
between the truck driver and farmer. 

In 1951, however, the situation was largely rectified 
by the opening of new grain storage and loading facilities 
for oats. With these facilities growers had cash outlets 
where they could readily sell their oats, and this tended 
to stabilize prices. At the same time these facilities pro- 
vided a central market for buyers. The presence of an 
organized market has attracted many new and more 
reputable buyers into the area. 

- With oats becoming increasingly important on many 
farms in the area and with oats in surplus in the nation, 
farmers once again find themselves dependent upon a 
price-support program for one of their crops. Under the 
Agricultural Act of 1919, oats may be supported from 
0 to 90 per cent of parity. 

Currently, oats are eligible for support at 85 per cent 
of parity. Although the local price of oats has been less 
than the support price during the fall and early winter, 
purchases by the Commodity Credit Corporation have 
helped to bolster the local price. 
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Aroostook County's climate and soil are also ideal for 
the production of many other crops. Some of these 
which have been or are now being grown in the area are 
hay, peas, beans, broccoli, and strawberries. Distance 
from markets and lateness in season offer serious handi- 
caps to selling on the fresh produce market. Therefore, 
the processing plants in the area are the principal outlet. 

Peas for processing have long been a supplemental 
crop to potatoes. The majority of the peas are grown on 
contract with the local freezing plants. Last year 7,100 
acres of peas were grown on contract. Estimates by the 
freezing-plant management indicate an increase to 
7,900 acres in 1954. 

Acreage of peas per farm tends to be small. In a sur- 
vey of 323 Aroostook farms, conducted by the Maine 
Agricultural Experiment Station, it was found that an 
average of only 1.8 acres per farm was planted to peas 
during the three-year period 1949-51. The acreage is 
small and income is insignificant when compared to 
that of potatoes when potato prices are favorable. When 
potato prices are low, however, the income from this 
supplemental crop is most helpful. Frequently growers 
express dissatisfaction about raising peas, principally 
because harvesting comes when the pressure of other 
work is heavy, but the majority recognizes the benefits 
of the supplemental income. 

For several years the freezing plants also contracted 
with Aroostook farmers to grow broccoli, but this will 
not be done in 1954 because of a conflict for freezer 
space between the pea- and broccoli-freezing programs. 
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From the point of view of Aroostook farmers, increased 
freezer capacity in the area would be desirable. Al- 
though the increase in pea acreage will help to offset the 
loss of broccoli, this loss is a setback to diversification. 

A mixture of clover and timothy hay is frequently 
used in rotation with potatoes. In the postwar period, as 
the need for a more diversified farm program in the area 
became more evident, farmers began to recognize more 
fully the value of this high-quality forage as a source of 
income, not from its sale as such, but from the sale of 
livestock and their products that could be produced on it. 

The volume of milk production has increased each 
year in the postwar period, although the rate has been 
less rapid since 1952. Production in 1953 was estimated 
to be 90 per cent above the 1949 level. Dairying in 
Aroostook is concentrated in the southern part of the 
county, but recent indications point to the expansion of 
dairying in the central and northern portions. 

A continuing study by the Maine Extension Service 
in cooperation with the Charles H. Hood Dairy Founda- 
tion shows that on 39 potato-dairy farms there was an 
average of 16.2 cows per herd. In 1952, after all cash 
costs were paid, the dairy portion of the business paid 
the average farm operator and his family $2,521, or 
$154 per cow for their labor and as interest on invested 
funds. These are averages of all 39 farms, and the actual 
figures range from a small loss per cow up to a profit of 
$360 per cow. In all cases the dairy enterprise was sup- 
plemental to the potato operation, and overhead costs 
such as taxes, machinery, and insurance were divided 
between the two enterprises as equitably as possible. 

Perhaps the greatest contribution of dairying to the 
individual farm and to the county as a whole is that it 
converts some of the area’s resources into cash in the 
form of a monthly milk check as a supplement to potato 
income. Although Aroostook dairymen operate under a 
freight disadvantage, both for shipped-in feed concen- 
trates and shipped-out milk, preliminary figures from 
the Maine Agricultural Experiment Station indicate 
that average net income per cow is slightly higher than 
in central Maine. While data are incomplete, the avail- 
ability of home-grown feed in Aroostook is undoubtedly 
part of the explanation for this higher net income. 

Home-grown grains in Aroostook have also been one 
of the reasons for the recent interest in poultry in the 
area. By use of locally grown grain, together with 
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shipped-in, high protein concentrate, Aroostook farmers 
can probably produce eggs more cheaply than poultry- 
men elsewhere in the Northeast.2 This cost advantage 
indicates a potential for commercial egg production 
which is still largely undeveloped. Because broilers can- 
not utilize the home-grown feeds, it does not now seem 
likely that broiler production will ever be economically 
feasible in the county. 

Interest in turkeys in recent years has spread through- 
out the region. The first year farmers raised any great 
number was in 1952. Early in that year a hatchery was 
established in central Aroostook and that year output 
was 30,000 poults. These, combined with shipments 
from hatcheries in southern Maine, brought the number 
raised in 1952 to an estimated 60,000 to 70,000. In 1953 
the number raised increased to an estimated 145,000. 
Early indications for 1954 point to further increases. 

As was true with laying flocks, home-grown grains 
keep feed costs below other regions in the Northeast. An- 
other advantage is the large acreage of clover and grass 
that is part of the potato rotation. When adequate land 


-is available for ranges, which is not true in most turkey- 


producing areas, turkeys may be reared at considerable 
savings in buildings and labor plus an estimated 25 per 
cent saving in grain. Feed manufacturers state that 
with the locally grown oats and good ranges in Arvos- 
took, only 40 pounds of turkey mash are needed to raise 
turkeys to maturity and to finish them, substantially 
less than in most areas. 

Established market channels in Aroostook are now 
available for both eggs and turkeys. A marketing co- 
operative established an egg division in 1951 with fa- 
cilities for selling eggs locally or out of state. In 1952 a 
turkey-processing plant with a 3,000-bird per day ca- 
pacity started operations in Presque Isle. During the 
first year 25,000 birds were dressed and in 1953 this 
number was tripled. These birds were sold through a 
national meat packer and because of their high quality 
sold for one-half to one cent over the market price. 

The complexion of Aroostook County’s agriculture is 
shifting once again. From virgin forests to wheat; from 
wheat to potatoes; and now from potatoes alone, slow 
progress toward a more diversified type of farming. The 
rate of diversification of an agricultural area is depend- 
ent on many factors such as resources, markets, and 
the willingness of the farmers to change from specializa- 
tion to diversification. 


Potato Economy Persists 


Despite years of effort to effect diversification, the 
county is still largely a one-crop area. During the years 
1948-51, 90 per cent of the area’s agricultural income 
was from potatoes. 

Some areas in the county are so admirably adapted to 
potato growing that sound farm management dictates 
continued heavy dependence upon potato production. 
In parts less favorably adapted to potatoes, a greater 
degree of diversification would make for greater sta- 
bility, but progress in that direction is slow. 

The financial distress resulting from this year’s po- 
tato crop may retard this development due to the lack 
of capital or credit, or both. In the case of dairying, 


2Frank D. Reed, ‘Aroostook Looks at Chickens and Turkeys,” Maine Extension 
Pamphlet No. 11, University of Maine, Orono, November 1952. 
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present fluid milk surpluses in New England may limit 
the number of new producers that distributors will be 
able to accept. 

If diversification is sound, progress toward greater 
diversification will gradually be made over the years. In 
the meantime, dependent upon the vagaries of weather 
and fluctuations in national potato acreages, produc- 
tion of potatoes will vary widely. With these variations 
fluctuating income will probably continue. 

Two developments are of current interest, one hope- 
ful; the other open to some question. First is the revival 
of interest in adoption of a marketing order that will 
enable the county better to influence the quality and 
standards of potatoes that go to market. That could be 
a helpful forward step, though it is not the whole answer. 

The more somber development is that, despite the 
shattering low prices of 1953-51, early indications point 
to no acreage reduction for the 195 crop. Relationships, 


IN THE THREE and one-half years following the outbreak 
of the Korean War, New England firms received mili- 
tary procurement and construction contracts for goods 
and services totaling an estimated 89 billion. In addi- 
tion they received an indeterminable amount of sub- 
contract work which might add substantially to the 
total, since it appears that the value of subcontracts 
received by New England firms from prime contractors 
in other areas exceeded the value of those which New 
England companies placed outside the region. In re- 
sponse to defense needs, New England firms made large 
additions to plant capacity. They received Certificates 
of Necessity permitting accelerated amortization on new 
investments in plants totaling nearly $800 million. 

These expenditures have quickened the pace of pro- 
duction and business activity throughout New Eng- 
land. The Korean truce and reduction of defense ex- 
penditures raise the question of what effects may follow 
from a lowered level of government spending. 

Military security requires that many procurement 
contracts be classified as secret. As a consequence, much 
critical information is not available for an analysis of the 
regional impact of reduced government spending. The 
published information does permit some analysis of 
the changes in non-secret defense contracting in New 
England. For example, published information indicates 
that during the last quarter of 1953 government con- 
tracts exceeding $10,000 in amount let to New England 
firms as prime contractors were valued at about $58 
million, a drop of 73 per cent from similar awards in the 
preceding quarter and 82 per cent below those of the 
last quarter of 1952. 

The third to fourth-quarter declines in the estimated 
rate of ordering the more important classes of non- 
secret defense items showed marked variations, ranging 
from a drop of about 90 per cent in ordnance items to 
more than 50 per cent for transportation equipment, 
largely aircraft. Contracts for textiles and apparel de- 


1This article is based on an analysis of statistics published by the Munitions 
Board, the Departments of Labor and Commerce and the Office of Defense 
Mobilization. Over-all estimates of defense spending are based on Munitions 
Board data which include classified contracts. Estimates of the distribution of 
non-secret contract awards are based on data published by the Departments of 


Labor and Commerce. 
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nationally, between acreage and production are erratic, 
and it is altogether too early to anticipate what prices 
may be when the 1954 crop goes to market. 

Continued research to determine what consumers 
want, a marketing program to offer the preferred type 
of package in the retail markets, and aggressive sales 
promotion will do much to insure a market for Aroos- 
took potatoes. Such a three-point program to obtain the 
best possible price for the potato crop plus added in- 
come from diversified enterprises should help to stabilize 
income in the area. 

Because of the superlatively high yield per acre, agri- 
cultural economists regard Aroostook County as the 
equal of any other region and superior to most. If 
growers elect, they can parallel in marketing the apti- 
tude they developed in production. Enough research 
and practical application of that research have already 
been done to point the way. 


creased about 73 per cent, for electrical machinery 87 
per cent, and for all other items 77 per cent. 
Fourth-quarter non-secret orders for ordnance, which 
experienced the greatest year-to-year decline in dollar 
amounts, also suffered the sharpest decline in the pro- 
portion of defense awards, falling from nearly a third of 
all contracts in 1952 to 3.5 per cent in 1953. The pro- 
portions allocated for textiles and apparel and for elec- 
trical machinery declined by small amounts, while that 
for transportation equipment increased from 40 to 49 
per cent, and for other products from 17 to 40 per cent. 
Not only has the total of published amounts spent for 
defense materials decreased but also New England's 
share of the national total of such expenditures has de- 
clined. The region’s share was slightly over one-twenti- 
eth in the last quarter of 1953, smaller than in any 
quarter since the beginning of the program in the third 
quarter of 1950. New England's share reached a peak of 
nearly 20 per cent of the total in the second quarter of 
1951, when government purchases of textile products 
and transportation equipment were especially heavy. 
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At that time defense expenditures in the nation totaled 
nearly $5 billion in comparison with the $2 billion total 
in the second quarter of 1953. 

It is evident that defense spending has increased the 
dependence of some of the region’s industries upon de- 
fense contracts. The electronics industry devoted nearly 
a third of its 1953 output to defense needs. Similar de- 
pendence is found in the aircraft and shipbuilding in- 
dustries. Much of the employment expansion of recent 
years in the metalworking industries is traceable to this 
source. While assistance of this kind has strengthened 
the competitive faculties of firms in the affected areas, 
the metal products industry is among the most sensitive 
to fluctuations in general business activity. 

The distribution of the 89 billion of defense contracts 
among firms in the several New England states was 
about half to Connecticut companies, a third to Massa- 
chusetts producers, and the residual sixth to firms lo- 
cated in the other four states of the region. Considering 
that Connecticut accounted for less than thirty per cent 
of all manufacturing employment in New England and 
Massachusetts forty-seven per cent, it is evident that 
emphasis on the construction and repair of submarines 
and the manufacture of aircraft brought to Connecticut 
a relatively large share of defense spending. Connecti- 
cut’s stress on metal fabrication enabled it the better to 
produce items required in the emergency. It follows that 
the impact of a decline in defense spending may be more 
marked in Connecticut than in Massachusetts or the 
other New England states. Much, however, depends 
upon the degree to which spending for aircraft) and 
transportation equipment is sustained. These items will 
probably have a high priority in any continuing defense 
program. 

freestimment in Neve bacilities 

New production facilities valued at nearly 8770 mil- 
lion have been planned and started in connection with 
the defense program since mid-1950. Statistics describ- 
ing this planned expansion are provided in published 
data about Certificates of Necessity issued to New Eng- 
land firms. More than two-thirds of these certificates 
assisted the production of manufactured goods. The 
second largest allocation, slightly over one-fifth of the 
total, went to electric power producers as shown in an 
accompanying chart. 

Over half of the certificates for manufacturing went 
to Connecticut firms, chiefly in the Hartford Area, 
where $115 million of the certificates were received. 
The New Haven and Bridgeport Areas followed with 
$10 and $34 million respectively. The Connecticut 
certificates were almost exclusively for durable-goods 
production facilities, some 85 per cent being so allocated. 
Of these over half were for transportation equipment, 
nearly all aircraft. The largest allocation of certificates 
to any industry group in Connecticut was $81 million for 
aircraft plant expansion made to firms in the Hartford 
Area. Of the $39 million of nondurable products for 
which certificates were granted to Connecticut firms, 
over 85 per cent were chemical manufactures. 

Of the total of $130 million of certificates allocated 
to Massachusetts firms, 73 per cent was to durable-goods 
producers, mostly machinery manufacturers, divided 
about equally between the electrical and nonelectrical 
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categories. Only a little more than $1 million went to 
Massachusetts textile firms, though this was nearly 
half of the region’s total assigment to such firms. The 
Boston Metropolitan Area dominated the state's dis- 
tribution of certificates, about 45 per cent of the total. 
Boston's leadership was challenged only by Worcester, 
which received about 20 per cent of the state total. In 
both areas, machinery was the principal product. for 
which certificates were issued. 

While the allocation of certificates among industries 
emphasizes the importance of durable-goods manufac- 
ture in New England, the extent to which allocations 
were made forprimary metal production is noteworthy. 
It accounted for 353 million, about ten per cent of total 
New England allocations. About 85 per cent of the as- 
signments were to Connecticut firms, principally those 


located in the Hartford Area, which received over half 


of such certificates. 
Military Construction 


Since the beginning of the Korean crisis, New England 
firms were awarded an estimated $250 million of military 
construction contracts, the amount inexact because 
published data excluded small contracts. Firms in 
Massachusetts and Maine each received about a third 
of this total. Rhode Island and Connecticut each re- 
ceived about a sixth of the total. Firms in New Hamp- 
shire and Vermont together accounted for only five per 
cent of the total. 

The recent decline in the rate of contracting is indi- 
cated by the $60 million total for 1953 — about 22 per 


cent less than during the previous year. Two-thirds of 


the contracts in the latter half of 1953 were for airfield 
facilities construction; namely Westover, Massachu- 
setts, $13 million, Limestone, Maine, $6.5 million, and 
Hanscom, Massachusetts, $1 million. The remaining 
third were primarily scattered facilities located in Rhode 
Island, the largest of which, amounting to $3.7 million, 
was for petroleum storage for the Army. 
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THE PROGRAM for construction in New England during 
the last three months of 1953 provided conclusive testi- 
mony that earlier expectations of a good year for the 
industry were well founded. According to F. W. Dodge 
Corporation reports, the total valuation of construction 
contracts awarded in the region during the final quarter 
of 1953 was 23 per cent above that of the last three 
months of 1952. The valuation of contracts awarded 
in November was less than in the previous November 
but the October and, particularly, the December figures 
were higher, the latter being 127 per cent above the 
December 1952 figure. 

This relative upward trend during the closing months 
contributed significantly toward the year’s good show- 
ing. Construction contract awards in New England dur- 
ing 1953 broke all previous records, running ahead of the 
1952 figure by 10 per cent in terms of reported values 
and three per cent in total floor area. The contract 
award reports indicate that 1953 construction in New 
England made greater year-to-year gains than most 
other areas in the country. The valuation of all con- 
tracts awarded in the 37 eastern states also established 
an all-time record but was only four per cent above the 
total valuation reported for 1952. 

All major categories of construction registered full- 
year gains over 1952 in New England in valuation of 
awards with the exception of public buildings, two- 
family dwellings, miscellaneous shelter, and public 
works. The average size of dwelling houses built during 
1953 was about the same as it was in 1952. The number 
of dwelling units provided by contracts for one-family 
houses fell seven per cent and total floor area dropped 
five per cent. The general upward trend of building costs 
continued. More houses had garages and supplementary 
household equipment. Estimated total valuation of one- 
family dwelling units rose three per cent. 


195] Pros; Peprcix—l riled Siates 


The U. S. Department of Commerce and the De- 
partment of Labor concur in forecasting a two per cent 
drop in total expenditure for new construction in the 
nation from almost $34.75 billion in 1953 to 334.0 bil- 
lion in 1954. They expect that increases in outlays for 
public utilities, highways, and educational and com- 
mercial buildings will be slightly more than offset by 
decreases in outlays for residential buildings, public and 
private industrial buildings, military and naval estab- 
lishments; and farm buildings. 

These departments anticipate a drop of seven per 
cent in private financing of new nonfarm dwellings in 
the nation from more than $10.5 billion for 1.1 million 
units in 1953 to less than 89.7 billion for around 975,000 
units in 1954. They expect, however, that outlays for 
home improvements, additions, and alterations may in- 
crease by nearly 20 per cent. Total expenditure for 
private residential building will probably amount to 
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more than $11 billion, four per cent below the 1953 out- 
lay. Residential building will account for about half of 
the anticipated total of privately-financed construe- 
tion during the year. 

The same agencies forecast a total expenditure for 
publicly-financed construction in the nation during 
1954 amounting to $11.2 billion, one per cent less than 
in 1953. Principal outlays will be for highways and edu- 
cational and industrial buildings. Plans call for a re- 
duction in the outlay for public housing of 31 per cent 
to $365 million. This will provide 25,000 new public- 
housing dwelling units, the present legal limit, and 
bring the estimated 1954 total of new dwelling units, 
private and public, to one million. 


19510 Prospects— New Eneland 


Some experienced observers of the residential build- 
ing program forecast a ten per cent drop in 1954 in New 
England. Others predict no change from 1953. There is 
general agreement that, in any event, residential build- 
ers and contractors will have a good year though com- 
petition will be keener and prospective home owners will 
look for greater values per dollar of price than they have 
in the past. There is also general agreement that there 
will be less building of a purely speculative nature and 
that the emphasis will be on houses in the low and me- 
dium price ranges. 

Although a few localities report that some houses 
built in 1953 are still unsold, the carry-over appears not 
to be excessive in the region as a whole. The more than 
ample supply of mortgage funds, the prospective easing 
of the terms of FHA- and VA-backed mortgages, and 
possibly also for conventional financing, together with 
recently-proposed housing legislation combine — to 
brighten residential building prospects. 

Prospects appear favorable, despite adverse weather 
conditions during January, for a continued high level 
of activity in non-residential construction in New Eng- 
land during 1954. Although total expenditures in this 
field may not quite equal those of 1953, a booming high- 
way program and the already-planned building of many 
new school facilities in the region give assurance of 
fundamental strength. The prospective decline in the 
erection of public buildings may be largely offset’ by 
advances in the remodeling of older buildings, the con- 
struction of new shopping and industrial centers, and 
other private activity. 
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Industrial production continue «din Feb. the downward 
drift begun last Aug. The Feb. index dropped to 123, 
10 per cent below the all-time peak of 137 reached last 
May and July. Feb. production was about 8 per cent 
less than in the corresponding month a year ago. 
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~ In Jan. consumer prices rose 0.3. per cent above those 
of mid-December and were 1.1 per cent higher than 
they were a vear ago. Mainly responsible for the in- 
crease were food and transportation costs. [n recent 
months, wholesale and retail prices have changed little. 


UNEMPLOYMENT INSURANCE CLAIMS 





Continued Claims 
(Average for mocth) 





1 | 240 ~ - 240 
* | | } 
$ 1 | N Pel log 
= ! 3 3 i 
a Total Nonmanufacturing ! By 3 8 
: Ms : = ———2¢ Sigs 160 $ 
2 » = . 
$ 2 5 
S 3 3 : Initial easil ny 
> 3 3 bop Nv (Total for mon | \ $ 
' : i] VV vi A i, : z 
‘ 80 : A es \ i Naat = 80 
| VW VY | ad 4 val 
INL | LAR 
Sov Wahi ON UG TT OAU DIAS ONO DFUAB DIE SOND tn de ™ tN 7 i 
Monthly Avercge 1953 Monthly 1954 O° 1949 980 ~—sI9S——(iti“ité«sSV 1953 isa ° 


SOURCE US Bwreee of Leder Sratistics. 


nonagricultural employment in Jan. was 
2 per cent below the level of Jan. 1953: a 6 per cent 
decline in manufacturing employment was partly offset 
by an increase in nonmanufac turing. Employment in 
textiles dropped 21 per cent from the year-ago level. 
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Initial claims for unemployment insurance filed in Feb. 
dropped 22 per cent from the Jan. level but were 66 
per cent above those of Feb. 1953. Continued claims 
rose 10 per cent during Feb. to the highest monthly 
average since July 1950. 
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